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‘Greed, for lack of a better word, is good. Greed is right. Greed works. Greed 
clarifies, cuts through, and captures, the essence of the evolutionary spirit. Greed, in 
all of its forms; greed for life, for money, for love, knowledge, has marked the upward 
surge of mankind.’ 
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Since its Reform and Open from planned economy to market economy started in 
1978, China has made great achievement in economic development. For one hand, 
reform of income distribution mechanisms has been widely concerned; for the other 
hand, management compensation hypothesis (bonus plan hypothesis), together with 
debt hypothesis, political cost hypothesis have constructed basic hypotheses for 
positive accounting（Watts&Zimmerman, 1986）. As one of those income distribution 
mechanisms, stock option inspires the management to operate in accordance with the 
principle of maximizing shareholders’ interest and reduce principal-agent problem 
through profit and risk sharing between the management and shareholders. As an 
innovation on income distribution mechanisms, stock option has been introduced to 
China shortly compared with in foreign capital market.  
Based on the background of China’s transition economy, this paper develops an 
integrated theoretical framework on ‘Advance-In-Post’. This study includes 
companies listed in Shanghai and Shenzhen Stock Exchange over the period 2006 to 
2012, and tries to answer the following questions: (1) Why do firms adopt stock 
options? (2)What are the problems during the implementation of stock options? 
(3)What economic consequences may it bring? Answers to the above three questions 
have both important academic values and practical meanings since they can provide 
theoretical instructions for China to promote the market-oriented reforms and improve 
equity incentive mechanisms in listed companies.   
This paper finds that industry, ownership nature and corporate governance may 
influence the incentive of adopting stock options, and they also have interactions. 
Stock market responses positively to the stock option plans declaration, but mostly to 
the stock option rather than restricted stock. It also finds that the more stock granted 
to board members the bigger increase in shareholders’ value, and such trend is more 















This paper also examines reasons that firms stop stock options from the 
perspective of announcements together with characteristics of Chinese capital market. 
The results suggest that firms stop in response to poor firm-specific, not poor industry, 
performance. It also concludes that the more stock granted to board members the 
higher possibility that stops stock options. From the perspective of both long-term and 
short-term, the result suggests that the adoption of stock option plans can improve 
firm performance.  
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励。例如，美林证券前首席执行官奥尼尔（Stan O'Neal）2005 年的奖金为 3600
万美元，2006年的奖金更是高达 4700万元，而在 2007年 10月被迫离职时获得
的股票期权价值 1.615 亿美元1；2007 年平安保险的董事长兼首席执行官马明哲
年薪为 6616万，创造我国 A股市场公司高管报酬的新纪录；2007 年伊利股份的
净利润为 4.39 亿元，然而在扣除 4.6 亿元的股权激励费用之后，当年反而亏损
了 2100万。而在金融危机爆发之后，美国国际集团（AIG）先后四次获得美国政
府累计超过 1700 亿美元的救助，但与此同时该公司居然用政府救助向其金融产
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